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May 13, 2004

Chairman Deborah Taylor Tate
Tennessee Regulatory Authorty
460 James Robertson Parkway
Nashwville, TN 37243-0505

Re:  Chattanooga Gas Company
Responses to Minimum Filing Guidelines and TRA Staff’s Data Requests
Docket No. 04-00034 — Petition of Chattanooga Gas Company for Approval
of Adjustment of its Rates and Charges and Revised Tariff

Dear Chairman Tate,
Enclosed please find an original and 13 copies of Chattanooga Gas Company’s responses
to the following TRA Minimum Filing Guidelines and data requests issued by the TRA
Staft:
Minimum Filing Guidelines — 94, 95, 96 and 97
Supplemental Response to Mimimum Filing Guideline No. 43, Schedule 43-4
ECON #1 —8 and 10
If there are any additional questions, I can be reached at 404-584-4263.
Sincerely,
| N -
Michael J. Morley

AGL Resources
Rates & Regulatory
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Chattanooga Gas Company
TRA FG- Item No.43

May 11, 2004

Page 1 of 2

Provide detailed schedules explaining the calculation of the growth factor used to
project expenses through the attrition year. Please break down the calculation
between the inflation and customer growth components.

Supplemental Response

In reviewing the calculations to schedule TRA FG No. 43-4, “AGL Services
Company Allocations Analysis,”, the following inaccuracies and required pro
forma adjustments were discovered:

Column “Calendar Year 2003”

Chattanooga Allocated Expenses - In column “Calendar 2003
Actuals,”, the “Allocated Costs Before Adjustments™ were
inadvertently overstated by counting the expense for the month of
December twice. This amount has been corrected in the supplemental
response attachment.

Additionally,, the “Pro Forma Adjustments” amount was increased by
$292,065 to account for an error in the allocation process in November
and December 2003. This error impacted most affiliates receiving
allocated costs from AGL Services Company (AGSC), and an
adjustment was made in 2004 to correct the error.

AGSC Total Allocated Costs — In column “Calendar 2003 Actuals,”
the “AGL Services Company Total Allocated Costs” were understated
by approximately $64,000. In the initial response to TRA MFG No.
43, forecasted allocations for the month of December 2003 were used
as opposed to the actual amounts.

Line “AGL Services Company (AGSC) Total Allocated Costs”

In columns “Test Period Actuals — 10/02-9/03 Before Pro Forma
Adjustments” and “Calendar 2003 Actuals” the “AGL Services
Company Total Allocated Costs” did not include pro forma
adjustments to certain benefits allocations. In the supplemental
response attachments, pro forma adjustments were made to the
allocated health insurance expense, the pension expense, the 401(k)
employer match expense and other post retirement benefits (OPRB)
expense for the test period actuals; and pro forma adjustments were
made to the allocated health insurance expense and the 401(k)
employer match expense for calendar 2003 actuals.
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These pro forma adjustments were made to the AGSC total allocated
costs to provide comparable information between the test period and
calendar 2003 and the attrition period. In the attrition period, the above
mentioned benefits costs will be recorded directly on the books and
records of AGSC affiliates based on the actual expense incurred by the
affiliates. During the test period and calendar year 2003, these benefit
costs were allocated to the affiliates from AGSC. Note that pension
and other post retirement costs were not allocated to CGC from AGSC
as these costs were recorded directly on the books and records of
CGC. However, AGSC did allocate these costs to other affiliates in
which the costs were not recorded directly on the books and records of
the applicable affiliate.

Please refer to attached TRA FG No. 43-4 Supplemental Response, which
includes data updated for the above correction and pro forma adjustment.

Attached schedule TRA FG No. 43-4a Supplemental Response provides
the pro forma adjustments referred to above made to AGSC total allocated
costs.

The supplemental response for TRA FG No. 43-4 does not impact the
allocation expense from AGSC in CGC’s cost of service. The
supplemental response impacts the amounts and percentages for the test
period and calendar 2003, which were provided for analytical and
comparison purposes.

Page 13, line 18 of the prepared direct testimony of Michael J. Morley
refers to an “increase in total allocable expenses at AGSC of 2.85%.” This
increase was calculated using the amounts included in the original
schedule 43-4 filed with the initial response to TRA MFG No. 43. The
amounts provided in the supplemental response for TRA FG No. 43-4
reflect an increase of approximately 8% in total allocable costs between
the test period and the attrition period. However, as noted above, this does
not impact the growth rate of 2.89% in AGSC allocations included in
CGC’s cost of service.
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Page 1 of 1
Chattanooga Gas Company
Attrition Period
AGL Services Company Allocations Analysis
Test Period Attrition Period
Actuals - 10/02-9/03 Bdgt/Frcst - 7/04-6/05
Before Pro Forma Before Pro Forma Calendar
Account Adjustments Adjustments 2003 Actuals
Allocated Costs Before Adjustments 6,643,339 55 6,533,185 61 6,391,326 00
Pro-Forma Adjustments 292,947 00 603,266 39 568,614 55
Chattanooga Allocated Expenses 6,936,286 55 7,136,452 00 6,959,940 55
AGL Services Company Total Allocated Costs 130,968,694 22 141,411,959 15 133,982,864 06
Percent Allocated to Chattanooga 5.30% 5.05% 5.19%

Based on the above analysis, the costs allocated to Chattanooga during the attntion period are consistent and reasonable based on
the percentages In the test period and actuals for 2003
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Chattanooga Gas Company
Attrition Period
AGL Services Company Allocations Analysis
Test Period Attrition Period Calendar
Actuals - 10/02-9/03 Bdgt/Frcst - 7/04-6/05 2003 Actuals
Before Pro Forma Before Pro Forma Before Pro Forma
Account Adjustments Adjustments Adjustments
AGL Services Company (AGSC) Total Allocated Costs (A) 137,495,634 99 141,411,959 15 139,438,006 13
Pro Forma Adjustments
Allocated Health Insurance (B) (4,821,650 40) N/A (4,815,086 95)
Allocated Pension and Other Post Retirement Benefits (B) (656,946 21) N/A
Allocated 401(k) Employer Match (B) (1,048,344 16) N/A (640,055 12)
AGL Services Company Total Allocated Costs - Comparable Basis 130,968,694 22 141,411,959 15 133,982,864 06

‘(A) - AGSC total allocated costs before pro forma adjustments exclude costs allocated to AGL Resources Inc

(B) - Refer to attached TRA FG 43-4(b) supplemental response for support for pro forma amounts
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Chattanooga Gas Company
Attrition Period
Support for Pro-Forma Adjustments

Test Period Calendar 2003  Attrition Period

Actuals Actuals Budget/Forecast
AGSC AGSC AGSC
671001 AGLR Alloc 401K Benefits (1,048,344 16) (640,055 12) -
671010 AGLR Alloc Health Benefits (4,821,650 40) (4,815,086 95) -
(656,946 21) - -

671011 AGLR Alloc Pension/OPEB Benefits

Actual amounts agree to AGSC general ledger, and attntion period amounts agree to 2004 budget and
2005 forecast
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FG-94

Provide copies of the LDC’s projected annual equity ratio for the next five (5) fiscal
years.

Response

Chattanooga Gas Company does not project equity on an annual or long-term basis.
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FG-95

Provide copies of the LDC’s projected new stock and debt issues for the next five (5)
fiscal years.

Response

Chattanooga Gas Company does not project new stock or debt issues on an annual or
long-term basis.
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FG-96

Provide copies of the LDC’s projected annual dividends per share of common stock
for the next five (5) fiscal years.

Response

Chattanooga Gas Company does not project annual dividends per share of common
stock on an annual or long-term basis. Please refer to the Consumer Advocate and
Protection Division Discovery Request No.2 for the dollar amount of dividends
expected to be paid out in the attrition year.
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FG-97

If material to the Tennessee Operations, provide copies of projected annual earnings
per share of common stock for the next five (5) fiscal years.

Response

Chattanooga Gas Company does not project annual earnings per share of common
stock on an annual or long-term basis.
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Data Request No. 8

On response FG-Item No. 92, the Company states that all amounts billed to Chattanooga
Gas Company through the AGL Services is at cost including interest. Provide a
worksheet showing how total interest expense is calculated and allocated among the
distribution companies.

Response

Please see attached Schedule ECON 8-1, which provides the allocation of interest
expense incurred by AGL Services Company (AGSC) by month for the twelve months
ended December 31, 2003 to Virginia Natural Gas, Chattanooga Gas Company and
Atlanta Gas Light Company.
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Data Request No. 10

Provide the allocation percentages of distribution expenses for Chattanooga Gas
Company, Virginia Gas Company, and AGL. This can be done on an aggregate base by
subsidiary except for interest expense on short-term and long-term debt.

Response

Please see attached ECON 10-1, which provides the percentage of AGL Services
Company allocations charged to Chattanooga Gas Company, Virginia Natural Gas and
Atlanta Gas Light Company. The percentages are provided for the twelve months ended
December 31, 2001, 2002, and 2003, respectively, and for the three months December
31, 2000. The percentages are also provided, by company, in total (excluding cost of
capital), cost of capital only and in total (including cost of capital). Cost of capital is the
allocation of interest expense.
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